The Impact of Fiscal Policy on FDI in the Context of the Crisis. Evidence from Central and Eastern European Countries  by Dornean, Adina & Oanea, Dumitru-Cristian
 Procedia Economics and Finance  15 ( 2014 )  406 – 413 
2212-5671 © 2014 The Authors. Published by Elsevier B.V. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/3.0/).
Selection and peer-review under responsibility of the Emerging Markets Queries in Finance and Business local organization
doi: 10.1016/S2212-5671(14)00468-7 
ScienceDirect





a“Al. I. Cuza” University of Iasi, Carol I Boulevard no.11, Iasi 700505, Romania 





PDFURHFRQRPLFYDULDEOHV VXFK DV*'3 JRYHUQPHQW EXGJHW JRYHUQPHQW GHEW DQG DOVR IRUHLJQGLUHFW LQYHVWPHQW )',
7KHILQDQFLDOFULVLVKDGDPDMRULPSDFWRQDOOHFRQRPLHVDQGHDFKFRXQWU\KDVDSSOLHGVHYHUDOILVFDOSROLF\PHDVXUHV
LQRUGHUWRVWDELOL]HWKHLUHFRQRPLHV7KLVSDSHUDLPVWRDQDO\]HWKHLPSDFWRIILVFDOSROLF\RQ)',IRU&HQWUDODQG(DVWHUQ
(XURSHDQFRXQWULHV (8PHPEHUV LQ WKHFRQWH[WRI WKH UHFHQWJOREDOFULVLV7KHFULVLVKDGDPDMRU LPSDFWRQHFRQRPLF
DFWLYLW\ RI WKH UHJLRQ DOWKRXJK WKHPDJQLWXGH RI WKH LPSDFW GLIIHUHG QRWDEO\ GHSHQGLQJ RQ WKH FKDUDFWHULVWLFV RI HDFK
FRXQWU\HFRQRP\,QRUGHUWRKLJKOLJKWWKLVZHXVHDUHJUHVVLRQPRGHODQGSDQHOGDWDPHWKRGRORJ\WU\LQJWRILQGWKHPRVW
LPSRUWDQW ILVFDO SROLF\ LQVWUXPHQWV WKDW LQIOXHQFHG WKH OHYHO RI )', IRU WKH DQDO\]HG FRXQWULHV7KH UHVXOWVZLOO EH YHU\
XVHIXOLIWKHUHLVDSDWWHUQIRUGLIIHUHQWFRXQWULHVUHJDUGLQJWKHSRZHURIDVSHFLILFILVFDOSROLF\LQVWUXPHQWLQLQIOXHQFLQJWKH
)',IORZV:HH[SHFWWKDWDWOHDVWRQHRIWKHWZRPRVWLPSRUWDQWLQVWUXPHQWVRIILVFDOSROLF\JRYHUQPHQWUHYHQXHWD[
UHYHQXH DQG JRYHUQPHQW H[SHQGLWXUH ± WR KDYH DQ LPSRUWDQW LPSDFW RQ )', OHYHO EHLQJ D VLJQDO WKDW DW OHDVW VRPH
UHJXODWLRQPHDVXUHVDSSOLHGDFKLHYHGWKHLUJRDORIVWDELOL]LQJDQGKHOSLQJWKHHFRQRPLHVDIIHFWHGE\FULVLVWRUHFRYHU








© 2014 The Authors. Published by Elsevier B.V. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/3.0/).
Selection and peer-review under responsibility of the Emerging Markets Queries in Finance and Business local organization
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7KH VWXG\RI)',DQG LWVGHWHUPLQDQWV LVYHU\SUHYDOHQW LQ DFDGHPLF UHVHDUFK ,Q WKH OLWHUDWXUH ,(2,0)
 LV ZLGHO\ DFFHSWHG WKDW DPRQJ WKH PRVW LPSRUWDQW GHWHUPLQDQWV RI )', DUH WKH DYDLODELOLW\ RI
LQIUDVWUXFWXUHZKLFKLVFULWLFDOIRUPRWLYDWLQJLQYHVWRUVWRLQYHVWLQHPHUJLQJPDUNHWFRXQWULHV(0&DQGDOVR
UHDVRQDEOHOHYHOVRIWD[DWLRQDQGWKHRYHUDOOVWDELOLW\RIWKHWD[UHJLPH,QWKHVDPHVWXG\LVDOVRPHQWLRQHGWKDW
LQ WKH FRQWH[W RI WKH UHFHQW ILQDQFLDO FULVHV WKH ULVN WR LQYHVW LQ(0& LV JUHDWHU DQG WKH LQYHVWRUVSD\PRUH
DWWHQWLRQ WR WKH OHJDO IUDPHZRUN WKH LQYHVWPHQW UHJLPH DQG WKH HQYLURQPHQW IRU EXVLQHVV ZKHQ WKH\ DUH
LQYHVWLQJLQDIRUHLJQFRXQWU\
,QWKHLUSDSHU0RULVVHWDQG3LUQLDUHYLHZHGWKHH[LVWLQJOLWHUDWXUHRQWD[SROLF\DQG)',E\H[DPLQLQJ
GLIIHUHQWDVSHFWV WKH LPSDFWRI WD[SROLF\RQ)',IURPDJOREDOSHUVSHFWLYHZKLFK WD[ LQVWUXPHQWVKDYH WKH
JUHDWHVW LPSDFWRQ)',DQGZKDWNLQGRI IRUHLJQ LQYHVWRUV LV OLNHO\ WREHPRVW UHVSRQVLYH WRFKDQJHV LQ WD[
SROLF\WKHLQWHUFRQQHFWLRQEHWZHHQWKHKRPHDQGKRVWFRXQWULHVWD[DWLRQDQGLWVVXEVHTXHQWLPSDFWRQ)',WD[
FRPSHWLWLRQ YHUVXV KDUPRQL]DWLRQ DFURVV FRXQWULHV DQG VWDWHV DQG WKH FRVWV DVVRFLDWHG ZLWK WD[ LQFHQWLYH
VFKHPHV7KHLUILQGLQJVVXJJHVWWKDWWKHLPSDFWRIWD[SROLF\PD\VLJQLILFDQWO\GHSHQGRQWKHWD[LQVWUXPHQWV
XVHGE\WKHDXWKRULWLHVWD[KROLGD\VDQGDJHQHUDOUHGXFWLRQLQWKHVWDWXWRU\WD[UDWHPD\KDYHGLIIHUHQWHIIHFWV
RQ)',IORZVDQG WKHHIIHFWLYHQHVVRI LQFHQWLYHV LVDOVR OLNHO\ WRYDU\GHSHQGLQJRQ WKHPXOWLQDWLRQDO ILUP¶V
DFWLYLW\DQGRQLWVPRWLYDWLRQVIRULQYHVWLQJDEURDG
,QRUGHUWRDQDO\]HWKHUROHRIWKHJRYHUQPHQWSROLFLHVLQDWWUDFWLQJ)',*RRGVSHHGHWDOKDYHIRXQG
LQ WKHLU VWXG\ WKDW LQFUHDVLQJ JRYHUQPHQW H[SHQGLWXUH VXFK DV LQYHVWPHQW LQ LQIUDVWUXFWXUH DQG ORZHULQJ
WD[DWLRQDWWUDFW)',7KHLUUHVXOWVFRXOGKHOSSXEOLFDXWKRULWLHVWRXQGHUVWDQGWKHLPSRUWDQFHRIPDLQWDLQLQJORZ
WD[HV DQG XVLQJ WKHP IRU LQYHVWPHQW LQ LQIUDVWUXFWXUH UDWKHU WKDQXVLQJ WKH FROOHFWHG WD[HV IRU FRQVXPSWLRQ
H[SHQGLWXUHVLIWKH\DUHLQWHUHVWHGLQDWWUDFWLQJ)',

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$ ODUJH QXPEHU RI HPSLULFDO VWXGLHV KDYH EHHQ FRQGXFWHG WR LGHQWLI\ WKH GHWHUPLQDQWV RI )', EXW QR
FRQVHQVXVYLHZKDVHPHUJHGEHFDXVHIDFWRUVVXFKDVODERUFRVWV WUDGHEDUULHUV WUDGHEDODQFHH[FKDQJHUDWH






HFRQRPLF JURZWK IRU D VDPSOH RI  FRXQWULHV IRU WKH SHULRG  7KH\ ZHUH DEOH WR VKRZ WKDW
H[FHVVLYHSXEOLFH[SHQGLWXUHPLJKWKDYHDQHJDWLYH LPSDFWRQ)',DQG LQ WKHVDPH WLPH)',KDVDSRVLWLYH
LPSDFWRQHFRQRPLFJURZWKUHVXOWVZKLFKPD\OHDGWRGLUHFWLRQVRIUHFRYHULQJIURPILQDQFLDOFULVLV
0HWKRGRORJ\
3.1. The model 
7KHPRGHOXVHG LQ WKLVSDSHUKDVDV VWDUWLQJSRLQW WKH ORFDWLRQPRGHOGLVFXVVHGE\7LHERXWZKLFK
HPSKDVL]HWKHLQIOXHQFHRIJRYHUQPHQWH[SHQGLWXUHDQGWD[HVRYHUWKHLQYHVWPHQWGHFLVLRQ6RPHLGHDVRIWKLV






tititititi FDIFisPolCRISISFisPolFDI  HDDDD    (1) 
ZKHUHFDIi,tFDIi,t-1WKHOHYHORI)',IRUFRXQWU\iDQG\HDUtt-1DVSHUFHQWDJHVRI*'3CRISISÂ tiFisPol   
UHSUHVHQWWKHHIIHFWVRIILVFDOSROLF\GXULQJWKHFULVLVSHULRG tiFisPol  WKHILVFDOSROLF\SUR[LPDWHUHSUHVHQWHG
E\JRYHUQPHQWUHYHQXHDQGJRYHUQPHQWH[SHQGLWXUHIRUFRXQWU\i LQ\HDUtSHUFHQWDJHRI*'3ĮĮ ĮĮ
WKHPRGHO¶V SDUDPHWHUV DQG İi,t  HUURU WHUP7KHPRGHOZLOO EH HVWLPDWHG ILUVW IRUJRYHUQPHQW UHYHQXH DQG
VHFRQG IRU JRYHUQPHQW H[SHQGLWXUH DV SUR[LHV IRU ILVFDO SROLF\ XVLQJ ODVW VTXDUH PHWKRG /6 EDVHG RQ
EDODQFHG SDQHO GDWD:H FKRVH WKLV DSSURDFK GXH WR D KLJK FRUUHODWLRQ EHWZHHQ UHYHQXHV DQG H[SHQGLWXUHV
ZKLFKZRXOGOHDGWRPXOWLFROOLQHDULW\LIZHLQFOXGHERWKYDULDEOHVLQWKHVDPHUHJUHVVLRQ:HGLGQRW
LQFOXGH WKH ILVFDO GHILFLW SHUFHQWDJH RI *'3 DV SUR[\ IRU ILVFDO SROLF\ EHFDXVH DFFRUGLQJ WR WKH UHVXOWV
REWDLQHG E\ %RVH DQG -KD  WKH FURVVFRUUHODWLRQV EHWZHHQ )', LQIORZV DQG JRYHUQPHQW EDODQFHV IRU
(XURSHDQ 8QLRQ PHPEHU VWDWHV VKRZHG WKDW JRYHUQPHQW ILQDQFHV DUH OHVV LPSRUWDQW LQ WKDW FRXQWULHV 7KH
UREXVWQHVVRIRXUUHJUHVVLRQPRGHOVZLOOEHFKHFNHGEDVHGRQWKHPHWKRGRORJ\XVHGE\&DUNRYLFDQG/HYLQH
7RDFKLHYHWKLVJRDOZHVHOHFWDFRQWUROYDULDEOHUHSUHVHQWHGE\2SHQQHVVWUDGH
0RUHRYHUZH DUH LQWHUHVWHG LQ FDSWXULQJ WKHPDJQLWXGH RI )', UHVSRQVH WR JRYHUQPHQW H[SHQGLWXUH DQG
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3.2. Data and descriptive statistics 










WR ILQDQFLDOFULVLV VRDIWHUDSHDN UHFRUGHG LQRIRI*'3H[SHQGLWXUHV VWDUW WRGHFUHDVHGXH WR
ILVFDO PHDVXUHV DGRSWHG E\ DOO FRXQWULHV ,W VHHPV WKDW WKH YDOXH RI UHYHQXHV GLG QRW IOXFWXDWH GXULQJ WKH
ILQDQFLDO FULVLV EHLQJ UHFRUGHG MXVW D VPDOO LQFUHDVH RI  LQ  7KH GHVFULSWLYH VWDWLVWLFV IRU )',
JRYHUQPHQWUHYHQXHVJRYHUQPHQWH[SHQGLWXUHVDQGRSHQQHVVWUDGHVHULHVDUHJLYHQLQ7DEOH
$WILUVWJODQFHZHVHHWKDWWKHKLJKHVWOHYHORI)',LVUHFRUGHGLQ%XOJDULDZKLOHWKHORZHVWOHYHO
EHORQJV WR 6ORYHQLD  %RWK WKH KLJKHVW YDOXH IRU DYHUDJH H[SHQGLWXUH  DQG DYHUDJH
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7DEOH'HVFULSWLYHVWDWLVWLFV
9DULDEOH 0HDQ 0HGLDQ 0D[ 0LQ 6WG'HY 6NHZQHVV .XUWRVLV
$YHUDJHVHULHV
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&RXQWU\OHYHOVHULHV )',RI*'3  ([SHQGLWXUHVRI*'3  5HYHQXHVRI*'3
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7KURXJK WKH UHJUHVVLRQ PRGHO ZH KDYH WR FDSWXUH DOO WKH FKDUDFWHULVWLFV RI )', RSHQQHVV WUDGH
JRYHUQPHQWDO H[SHQGLWXUHV DQG UHYHQXHV WLPH VHULHV DQGZH DSSO\ WKH /HYLQ/LQ&KX SDQHO XQLW URRW WHVW
/HYLQHWDOWRVHHLIWKHWLPHVHULHVDUHVWDWLRQDU\$FFRUGLQJWRWKHUHVXOWVERWKVHULHVDUHVWDWLRQDU\
7DEOH6WDWLRQDULW\7HVW5HVXOWV
9DULDEOH )', ([SHQGLWXUHV 5HYHQXHV 2SHQQHVVWUDGH
+,    
,QGLFDWHVVLJQLILFDQWDWWKHOHYHO
3.3. Results 
7KH HPSLULFDO DQDO\VLV LV VSOLW LQ WZR SDUWV )LUVW ZH HVWLPDWHG WKH UHJUHVVLRQ PRGHOV IRU JRYHUQPHQW




ILQGLQJV GXULQJ WKH FULVLV SHULRG ERWK LQVWUXPHQWV RI ILVFDO SROLF\ EHFRPH VWURQJO\ VLJQLILFDQW (YHQ LI LQ
WKHRU\ DQ LQFUHDVH LQ SXEOLF H[SHQGLWXUHV LV VXSSRVHG WR DWWUDFW PRUH IRUHLJQ LQYHVWRUV LQ SUDFWLFH WKLV
GHFLVLRQGHWHUVWKHPEHFDXVHWKHLQFUHDVHRIH[SHQGLWXUHVFRXOGPHDQWKDWWKHILQDQFLDOKHDOWKRIWKDWFRXQWU\LV
ZRUVHQLQJ
0RUHRYHUZHHVWLPDWH)',HODVWLFLW\ IXQFWLRQVZLWK UHVSHFW WRJRYHUQPHQWH[SHQGLWXUHVDQG UHYHQXHV LQ
RUGHU WR FDSWXUH WKHPDJQLWXGHRI)', UHVSRQVH WR ILVFDO SROLF\ ,Q ILJXUH ZH UHSUHVHQW WKH)', HODVWLFLW\
HYROXWLRQEDVHGRQH[SHQVHVDQGUHYHQXHVIRUWZRSHULRGVFULVLVDQGQRQFULVLV:HFDQVHHWKDWLQQRQFULVLV
SHULRG)', LV QRW VHQVLWLYH DW UHYHQXHV FKDQJHVZKLOH IRU H[SHQGLWXUHV FDVH IRU DQ\ OHYHO DERYHRI
*'3WKH)',IORZVZLOOUHDFWLPPHGLDWHO\7KHVLWXDWLRQLVFKDQJLQJGXULQJILQDQFLDOFULVLV







     







      







































































SROLF\ PHDVXUHV ,Q HODVWLFLW\ WHUPV EHIRUH ILQDQFLDO FULVLV WKH PDJQLWXGH RI )', UHVSRQVH WR FKDQJHV RI






$FFRUGLQJ WR 81&7$'  PDQ\ FRXQWULHV DGRSWHG D VHULHV RI PHDVXUHV UHJDUGLQJ LQYHVWPHQW
OLEHUDOL]DWLRQLQYHVWPHQWSURPRWLRQDQGIDFLOLWDWLRQDQGRWKHUV)',UHVWULFWLRQVDQGUHJXODWLRQV,Q&((
FRXQWULHV DGRSWHG VWLPXOXV SDFNDJH RU VWDWH DLG DQG LQWHUQDWLRQDO LQYHVWPHQW DJUHHPHQWV81&7$' E
)XUWKHU GXULQJ ILQDQFLDO FULVLV WKHVH FRXQWULHV WULHG WR DGRSW RWKHU PHDVXUHV LQ RUGHU WR IDFLOLWDWH )',
5HJDUGLQJ WKLV%XOJDULD+XQJDU\DQG3RODQG LPSOHPHQWHG LQPHDVXUHV UHJDUGLQJ WKHHQWU\¶VEDUULHUV
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LQYHVWPHQWV IDFLOLWDWLRQ DQGSURPRWLRQ DQG WD[ LQFHQWLYHV81&7$' IROORZHGE\(VWRQLD DQG/DWYLD
ZKLFK DGRSWHG VLPLODU PHDVXUHV RQH \HDU ODWHU 81&7$'  (YHQ LI FRXQWULHV ZDQW WR DWWUDFW IRUHLJQ
LQYHVWRUVWKHUHDUHVLWXDWLRQZKHQWKH\DUHFRQVWUDLQHGWRDGRSWOHVVGHVLUHGUHJXODWLRQVIRULQYHVWRUV7KLVLV
WKH FDVH RI 6ORYDN DQG+XQJDU\ WKDW LQWURGXFHG OHVV IDYRUDEOH SROLF\PHDVXUHV IRU LQYHVWRUV UHJDUGLQJ WKH
RSHUDWLRQ OHYHO 6ORYDN DQG HQWU\ OHYHO +XQJDU\ DV LV VWDWHG LQ 81&7$'  7KXV RXU UHVXOWV DGG
HYLGHQFHWRSUHYLRXVVWXGLHVDQGHPSKDVL]HWKHLPSRUWDQFHRIILVFDOSROLF\LQDWWUDFWLQJPRUH)',DVDVROXWLRQ
IRUUHFRYHU\RIWKHHFRQRPLHVDIIHFWHGE\FULVLV
7KH UHJUHVVLRQPRGHOPLJKW KDYH VRPH OLPLWDWLRQV GXH WR WKH VPDOO VL]H RI WKH VDPSOH RQO\  DQQXDO
REVHUYDWLRQVIRUDVDPSOHRIFRXQWULHVRYHUWKHSHULRG±)XUWKHUVWXGLHVFDQUHSOLFDWHRXUDQDO\VLV
XVLQJ D GLIIHUHQW VDPSOH RI GDWD LQ RUGHU WR LGHQWLI\ LI WKHUH DUH VRPH VSHFLDO FKDUDFWHULVWLFV RI VHOHFWHG
FRXQWULHVZKLFKPLJKWDIIHFWWKHLQWHQVLW\DQGHIIHFWVRIILVFDOSROLF\LQVWUXPHQWVXVDJHGXULQJILQDQFLDOFULVLV





,(2,0)  )RUHLJQ 'LUHFW ,QYHVWPHQW LQ (PHUJLQJ 0DUNHW &RXQWULHV²5HSRUW RI WKH :RUNLQJ *URXS RI WKH &DSLWDO 0DUNHWV
&RQVXOWDWLYH*URXS&0&*
0RULVVHW-3LUQLD1+RZ7D[3ROLF\DQG,QFHQWLYHV$IIHFW)RUHLJQ'LUHFW,QYHVWPHQW$5HYLHZ7KH:RUOG%DQNH/LEUDU\
*RRGVSHHG 7 0DUWLQH]9D]TXH] - =KDQJ /  $UH *RYHUQPHQW 3ROLFLHV 0RUH ,PSRUWDQW WKDQ 7D[DWLRQ LQ $WWUDFWLQJ )',"
,QWHUQDWLRQDO6WXGLHV3URJUDP:RUNLQJ3DSHU$QGUHZ<RXQJ6FKRRORI3ROLF\6WXGLHV*HRUJLD6WDWH8QLYHUVLW\86$
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$FFRUGLQJ WR2(&'GHILQLWLRQ&HQWUDO DQG(DVWHUQ(XURSHDQ&RXQWULHV &((&V LV DQ2(&' WHUP IRU WKH
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B.1. Elasticity function for government expenditures: crisis period vs. non-crisis period 
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B.2. Elasticity function for government revenues: crisis vs. non-crisis 
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